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R I S K  M A N A G E M E N T 
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Annuities
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Planning for  
your future
The plans you’ve made for your life 
and for your financial freedom are 
defined by more than money; they 
are a reflection of your goals and the 
significant decisions you’ve made 
about your future. 

No matter how large or small your asset base, 
determining how and where your hard-earned 
dollars are invested likely will have a strong 
bearing on your long-term success and happiness. 
Perhaps you’re building up retirement savings, or 
looking to send your children to college, or simply 
thinking about those leisure activities you’ve 
always wanted to undertake.

Ultimately, your aspirations form the basis of building your financial plan, a vital 
component in helping you make life choices in the years to come. As you contemplate 
those elements that will define your financial foundation, you may also want to 
consider the potential benefits of augmenting your portfolio with insurance and 
annuity products tailored to suit your lifestyle. As part of a customized plan designed 
to meet your specific objectives, these products can be adjusted as your needs shift.

Over time, we remain committed to you and your future, and you can count on us to 
help consistently work toward your dreams and goals. Your Waddell & Reed financial 
advisor is ready to help you customize your financial plan. 
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Managing  
your risk 
Asset accumulation and insurance 
strategies together can play an 
integral role in building a sound 
financial plan. 

The cumulative benefits of adding 
insurance and annuity products to 
your plan can prove to be of 
significant value, especially in  
times of uncertainty.  

Insurance and annuity products offer a potential 
way to help safeguard yourself against the risk of 
the unexpected. This is commonly referred to as 
risk management, which involves identifying 
potential lifestyle threats—such as loss of health, 
property, income, savings or life—and developing 
appropriate insurance strategies for helping 
guard against them. When you take into account 
risk management, you take into consideration all 
of the potential factors that can affect your 
financial future.

So how do you manage risk? Just start with a plan. A comprehensive financial plan 
that meets your specific objectives and adjusts over time with your changing needs 
can serve you well for a lifetime. With this in mind, many of our financial advisors, 
through arrangements with insurance companies, are able to offer a broad array of 
insurance and annuity products. 

Your Waddell & Reed financial advisor can help you determine the insurance and 
annuity products that may be most appropriate for your personal goals.
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Building a  
sturdy plan 
A sound financial plan is much like a  
well-constructed home; it’s carefully  
built from the ground up, on a  
foundation designed to support  
each critical component.  

C A S H  F L O W

An analysis of your existing cash flow  
and your financial position.

R I S K  M A N A G E M E N T

A strategic selection of established insurance and annuity products can offer a 
potential way to help safeguard yourself against the risk of the unexpected, such as 
loss of health, property, income or life.

A C C U M U L AT I O N / I N V E S T M E N T

Funding specific accumulation goals, such as educating children or grandchildren, 
purchasing a vacation home or accumulating a targeted amount for some other purpose.

I N C O M E  TA X

Income tax planning, including the identification of appropriate tax savings strategies 
that may be available in your specific situation.

R E T I R E M E N T

Retirement planning, focused on evaluating needs and developing strategies for both 
the accumulation  and distribution phases of your life.

E S TAT E  P L A N N I N G

Consideration of estate planning and wealth preservation needs, including the 
development of organization and distribution strategies.

Financial planning services are offered by Waddell & Reed, Inc., in its capacity as a federally registered investment 
adviser. You should consult your financial advisor and the Waddell & Reed Financial Planning Advisory Services 
brochure for additional information about these services, including a breakdown of the fees associated with 
these services.

Waddell & Reed advisors do not offer tax or legal advice. Please consult with your tax professional or attorney 
for information specific to your situation.

Estate

Retirement

Income Tax

Accumulation/Investment

Risk Management

Cash Flow
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Building a layer  
of protection 
W H AT  I S  L I F E  I N S U R A N C E ?

Maintaining adequate life insurance ensures that,  
when you die, your dependents or beneficiaries will  
have the financial resources necessary to help 
protect their futures. However, buying life insurance 
can be complicated. 

To determine how much protection you need, you 
should consider a number of factors, such as 
immediate needs, funds for a re-adjustment period 
and ongoing financial needs. In addition, 
determining what type of insurance best suits you 
(term versus permanent, for example) is just as 
important, as it depends on your personal 
circumstances.

T E R M  I N S U R A N C E 

Term insurance provides protection for a specific 
period of time (when your children are young, for 
example) and pays a benefit only if you die during 
the term. This type of insurance can be renewed 
when you reach the end of the specified time period. 
Some premiums generally increase as you grow 
older and continue as long as stated in the policy. 
Two popular types of term insurance include level-
term and annual renewable term.

P E R M A N E N T  I N S U R A N C E 

Permanent insurance, unlike term insurance, may enable you to accumulate a cash 
value while you are alive and offers a permanent death benefit provided you pay 
premiums and maintain the policy. Some permanent policies have the ability to build 
cash value, which can be used to help pay premiums, take loans against, or for 
withdrawals. However, using a policy’s cash value could reduce the death benefit, 
shorten or cancel a guarantee or cause the policy to lapse, and may have tax 
consequences. There are three types of permanent life insurance: whole life, universal 
and variable life.

Insurance products are offered through insurance companies with which Waddell & Reed, Inc., has sales arrangements.

Differentiating 
between insurance 
and annuity 
products

Insurance and annuity 
products serve different 
purposes, but each is 
important as you strive to 
manage your long-term 
financial plan. 

Insurance products:

• Life insurance
• Long-term care insurance
• Disability income insurance
• Medicare supplement plans
• Health and dental care plans

Annuity products:

• Fixed annuities
• Variable annuities
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W H AT  I S  L O N G -T E R M  C A R E  I N S U R A N C E ? 

Long-term care (LTC) insurance offers a method to help pay for  
long-term health care expenses. As we age, many of us may need 
extended at-home, assisted living or nursing home care, which is 
covered by Medicare insurance only in the short term and under 
very strict conditions. LTC insurance ensures that funds will be 
available to help finance such care. 

This insurance, which is based on your current health, may not 
be available, or will be much more expensive, once you are 
already ill or physically impaired. Premiums are based on your 
age, health and the type of plan that you purchase. 

W H AT  I S  D I S A B I L I T Y  I N C O M E  I N S U R A N C E ?

Like life insurance, disability insurance is protection for you and 
your family, providing the ability to receive an income should 
you become disabled. In many ways, when you are young and 
active, disability insurance can be more important than life 
insurance. Why? Consider the following:

•  According to the Social Security Administration’s website 
concerning disability, one out of four 20-year-olds will become 
disabled before they reach the age of 67.* 

•  68% of the private sector workforce has no long-term  
disability insurance.* 

Disability policies are either short-term (up to two years) or long-term (up to age 65 or for 
life). The amount of disability insurance you need often depends on your current income 
requirements. Policies often limit coverage to a percentage of   earnings or to a maximum 
dollar amount.

W H AT  A R E  M E D I C A R E  S U P P L E M E N T  P L A N S ?

Medicare supplement insurance plans are designed to help you cover certain charges, or 
“gaps,” that Medicare doesn’t cover, such as co-pays, deductibles and coinsurance costs. 
These charges can add up quickly during sudden or unexpected illnesses.

*Source: www.SSA.gov

What should you 
consider before  
you purchase  
LTC insurance?

Daily benefit

Amount of money you will 
receive from the insurance 
company on a daily basis for 
your care.

Benefit period

Length of time you will 
receive payments from the 
insurance company once you 
need care.

Elimination period

Number of days that you will 
be responsible for paying for 
your care before the 
insurance begins to pay.
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Adding annuities  
to the mix  

What is an annuity?
An annuity is a contract between you and an insurance company that is designed to 
meet retirement and other long-range goals, under which you make a lump-sum 
payment or series of payments. In return, the insurer agrees to make periodic payments 
to you beginning immediately or at some future date. Annuities typically offer tax-
deferred growth of earnings and may include a death benefit that will pay your 
beneficiary a specified minimum amount, such as your total purchase payments. While 
tax is deferred on earnings growth, when withdrawals are taken from the annuity, gains 
are taxed at ordinary income rates, and not capital gains rates. If you withdraw your 
money early from an annuity, you may pay substantial surrender charges to the 
insurance company, as well as a 10% tax penalty, if withdrawn prior to age 59 1/2, on top 
of ordinary income taxes. 

An annuity is a long-term, tax-deferred investment designed for retirement. It allows 
you to create a fixed or variable stream of income through a process called 
annuitization. It is not intended to replace emergency funds or to fund short-term 
savings goal. 

Annuity guarantees are based on the financial strength and claims-paying ability of the 
issuing insurance company. The guarantees do not apply to the performance of the 
underlying investment options. Annuities involve risk, and you can lose money by 
investing in an annuity. There are charges and expenses associated with annuities, 
including deferred sales charges for early withdrawals. Withdrawals may also reduce 
the benefits and contract value, and may be subject to withdrawal charges.
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I M M E D I AT E  A N N U I T I E S :  F I X E D  A N D  VA R I A B L E

Fixed immediate annuities provide income as soon as 
one month after investment at guaranteed rates or 
payouts. Variable immediate annuities operate similarly 
except the payout may vary based on underlying 
investment performance.

D E F E R R E D  A N N U I T Y:  F I X E D  A N D  VA R I A B L E

A deferred annuity allows for a one-time payment or 
flexible premium payments over a period of time to 
accumulate savings on a tax-deferred basis.

F I X E D  A N N U I T Y

A fixed annuity has a minimum guaranteed fixed rate of 
return for a specific number of years. These policies 
may also include a bonus for premiums deposited.

VA R I A B L E  A N N U I T Y

Variable annuities are long-term, tax-deferred investments to help you save for 
retirement. Variable annuity earnings are contingent upon the performance of the 
underlying investments held by the annuity. While variable annuities have the 
potential to help protect against inflation—and the underlying investments may grow 
over time—the investor bears the investment risk, as returns are based on the 
performance of both the financial markets as well as the performance of the 
underlying investment options. 

Today’s variable annuities offer both guaranteed death benefit and income 
enhancements, generally called riders, despite poor market performance. These 
enhancements typically  are offered for an additional cost that can vary widely, and 
any guarantees are based on the financial strength and claims-paying ability of the 
insurer. If you decide to take your money out early, however, the amount of your 
death benefit and the contract value may be reduced. See page 11 for additional 
important information about investing in annuities.

Before investing, investors should consider the investment objectives, risks, 
charges and expenses of a portfolio and the variable insurance product 
carefully before investing. The portfolio and variable insurance product 
prospectuses contain this and other information, available by calling your 
financial advisor or by contacting the applicable insurance company. Please 
read these carefully before investing. 
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Why  
Waddell & Reed? 
Since opening our doors in 1937, our approach has remained decidedly simple, 
genuine and straightforward: know our clients well, treat them with respect and 
measure our success by their success. This deeply personal approach is the reason 
Waddell & Reed advisors and their clients typically enjoy long-lasting relationships.   
We take your journey seriously, and will be there every step of the way, listening, 
planning and advising. 

L I S T E N I N G .

To us, success demands not only a deep understanding of your objectives, but your 
needs, values, time horizon, risk tolerance and expectations. 

P L A N N I N G .

By building personalized plans supported with highly competitive investment 
products and dedicated service, we enable you to not only identify goals, but take 
consistent action toward achieving them. 

A D V I S I N G .

Our mission, every day, is to help you at all stages and through the changes  
that life may bring. 
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